
 
Rating Action: Moody's upgrades Black Sea Trade & Development Bank to A3 from Baa1 

 
Global Credit Research - 30 Sep 2010  

London, 30 September 2010 -- Moody's Investors Service has today upgraded the rating of the Black Sea Trade & 
Development Bank (BSTDB) to A3 from Baa1. The outlook was revised to stable from positive following the upgrade.  

SUMMARY  

The main reasons for BSTDB's upgrade to A3 are:  

1. The resilience of the Bank's asset quality, liquidity and profitability despite the very difficult environment in the Black 
Sea region during the global crisis.  

2. Strong shareholder support, as reflected by an agreement among the Bank's shareholders to triple the Bank's 
authorized capital, and double its subscribed capital, which is currently being implemented.  

RATINGS RATIONALE  

The BSTDB was placed on positive outlook in December 2007 ahead of a planned increase in capital. The Bank's 
shareholders (Albania, Armenia, Azerbaijan, Bulgaria, Georgia, Greece, Moldova, Romania, Russia, Turkey and Ukraine) 
subsequently agreed to a SDR 2.0 billion capital increase in authorized capital in October 2008, of which SDR 1.0 billion 
was offered to and subscribed by the Member States, bringing total authorized and subscribed capital to SDR 3.0 billion 
and SDR 2.0 billion, respectively, in October 2008. However, this was at the height of the global financial crisis, and given 
the economic downturn in the region as well as concerns over potential deterioration in asset quality, Moody's needed to 
assess whether the Bank's asset quality and liquidity would be preserved before upgrading its rating.  

As was the case with the Bank's SDR 1.0 billion in authorized and subscribed capital at the time of its founding in 1999, 
30% of the additional subscribed capital will be paid-in over the coming eight years. "Such a high share of paid-in capital is 
unusual by the standards of most other multilateral development banks (MDBs)," says Anthony Thomas, Vice-President in 
Moody's Sovereign Risk Group. "This is therefore an important support for the Bank's rating, particularly in light of the low 
average rating of its shareholders (Ba1)."  

In Moody's view, the capital increase also signifies the strength of shareholders' commitment to the BSTDB, which is the 
financial pillar of the Black Sea Economic Co-operation Organization.  

With the growth outlook in the region now improving, the ability of BSTDB to withstand the impact of the crisis seems 
assured. "BSTDB's asset quality recorded very limited deterioration and the Bank has remained profitable throughout the 
crisis," says Mr. Thomas. "The Bank's adoption of MDB best practices in asset and liquidity management is credited for 
this performance."  

POTENTIAL TRIGGERS FOR AN UPGRADE/DOWNGRADE AND METHODOLOGIES  

BSTDB has expressed interest in attracting a Aaa-rated shareholder. According to the Constitutive Agreement 
establishing the Bank, members can either be States within the Black Sea Economic Co-operation Area or other 
multilateral banks and financial institutions. Given their current ratings, Moody's says none of the member governments is 
likely to be upgraded to Aaa (or even Aa) for the foreseeable future. "A new Aaa shareholder, if secured, is more likely to 
be a multilateral bank or financial institution," says the analyst. "Such a shareholder would improve the Bank's capital 
ratios and be supportive of an upgrade."  

BSTDB's rating could be downgraded if a significant rise in non-performing loans were to occur that in turn leads to losses 
that would impair liquidity and/or a reduction in member support. However, BSTDB's preferred creditor status is expected 
to prove effective, such as has happened with other MDBs at times of crisis.  

Black Sea Trade and Development Bank's ratings were assigned by evaluating factors relevant to the specific 
characteristics of multilateral development banks, reflecting in particular their dual nature as financial institutions and 
vehicles of international public policy. MDB rating factors include an assessment of the stand-alone financial strength of 
the institution (in particular its level of capitalization, liquidity, its risk management framework and the quality of its assets), 
as well as the multiple forms of support (including in contractual form) provided by the governments that compose its 
membership. These attributes were compared against other issuers both within and outside of the BSTDB's peer group of 
multilateral development banks, and its ratings are believed to be similar to other issuers of similar credit risk.  

Moody's last rating action was taken on 11 December 2007 when a positive outlook was assigned to its Baa1 rating.  

REGULATORY DISCLOSURES  
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Information sources used to prepare the credit rating are the following: parties involved in the ratings, public information, 
confidential and proprietary Moody's Investors Service's information.  

Moody's Investors Service considers the quality of information available on the issuer or obligation satisfactory for the 
purposes of maintaining a credit rating.  

The rating has been disclosed to the rated entity or its designated agents and issued with no amendment resulting from 
that disclosure.  

Moody's Investors Service may have provided Ancillary or Other Permissible Services to the rated entity or its related third 
parties within the three years preceding the Credit Rating Action. Please see the ratings disclosure page 
www.moodys.com/disclosures on our website for further information.  

MOODY'S adopts all necessary measures so that the information it uses in assigning a credit rating is of sufficient quality 
and from sources MOODY'S considers to be reliable including, when appropriate, independent third-party sources. 
However, MOODY'S is not an auditor and cannot in every instance independently verify or validate information received in 
the rating process.  

Please see ratings tab on the issuer/entity page on Moodys.com for the last rating action and the rating history.  

The date on which some Credit Ratings were first released goes back to a time before Moody's Investors Service's Credit 
Ratings were fully digitized and accurate data may not be available. Consequently, Moody's Investors Service provides a 
date that it believes is the most reliable and accurate based on the information that is available to it. Please see the 
ratings disclosure page on our website www.moodys.com for further information.  

Please see the Credit Policy page on Moodys.com for the methodologies used in determining ratings, further information 
on the meaning of each rating category and the definition of default and recovery.  

New York 
Kristin Lindow 
Senior Vice President 
Sovereign Risk Group 
Moody's Investors Service 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

London 
Anthony Thomas 
Vice President - Senior Analyst 
Sovereign Risk Group 
Moody's Investors Service Ltd. 
JOURNALISTS: 44 20 7772 5456 
SUBSCRIBERS: 44 20 7772 5454 

Moody's Investors Service Ltd. 
One Canada Square 
Canary Wharf 
London E14 5FA 
United Kingdom 

© 2010 Moody’s Investors Service, Inc. and/or its licensors and affiliates (collectively, "MOODY'S"). All rights reserved.  

 
CREDIT RATINGS ARE MOODY'S INVESTORS SERVICE, INC.'S ("MIS") CURRENT OPINIONS OF THE RELATIVE FUTURE 
CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES. MIS DEFINES CREDIT RISK AS 
THE RISK THAT AN ENTITY MAY NOT MEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND 
ANY ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY OTHER RISK, 
INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE VOLATILITY. CREDIT RATINGS ARE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. CREDIT RATINGS DO NOT CONSTITUTE INVESTMENT OR 
FINANCIAL ADVICE, AND CREDIT RATINGS ARE NOT RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD 
PARTICULAR SECURITIES. CREDIT RATINGS DO NOT COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY 
PARTICULAR INVESTOR. MIS ISSUES ITS CREDIT RATINGS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH 
INVESTOR WILL MAKE ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR 
PURCHASE, HOLDING, OR SALE.  

 
ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, COPYRIGHT LAW, 
AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE REPRODUCED, REPACKAGED, FURTHER 
TRANSMITTED, TRANSFERRED, DISSEMINATED, REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR 
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ANY SUCH PURPOSE, IN WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY 
PERSON WITHOUT MOODY'S PRIOR WRITTEN CONSENT. All information contained herein is obtained by MOODY'S from 
sources believed by it to be accurate and reliable. Because of the possibility of human or mechanical error as well as other factors, 
however, all information contained herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures 
so that the information it uses in assigning a credit rating is of sufficient quality and from sources Moody's considers to be reliable, 
including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and cannot in every instance 
independently verify or validate information received in the rating process. Under no circumstances shall MOODY'S have any liability 
to any person or entity for (a) any loss or damage in whole or in part caused by, resulting from, or relating to, any error (negligent or 
otherwise) or other circumstance or contingency within or outside the control of MOODY'S or any of its directors, officers, employees 
or agents in connection with the procurement, collection, compilation, analysis, interpretation, communication, publication or delivery 
of any such information, or (b) any direct, indirect, special, consequential, compensatory or incidental damages whatsoever (including 
without limitation, lost profits), even if MOODY'S is advised in advance of the possibility of such damages, resulting from the use of or 
inability to use, any such information. The ratings, financial reporting analysis, projections, and other observations, if any, constituting 
part of the information contained herein are, and must be construed solely as, statements of opinion and not statements of fact or 
recommendations to purchase, sell or hold any securities. Each user of the information contained herein must make its own study 
and evaluation of each security it may consider purchasing, holding or selling. NO WARRANTY, EXPRESS OR IMPLIED, AS TO 
THE ACCURACY, TIMELINESS, COMPLETENESS, MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF 
ANY SUCH RATING OR OTHER OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER 
WHATSOEVER.  

 
MIS, a wholly-owned credit rating agency subsidiary of Moody’s Corporation ("MCO"), hereby discloses that most issuers of debt 
securities (including corporate and municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MIS 
have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating services rendered by it fees ranging from 
$1,500 to approximately $2,500,000. MCO and MIS also maintain policies and procedures to address the independence of MIS’s 
ratings and rating processes. Information regarding certain affiliations that may exist between directors of MCO and rated entities, 
and between entities who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more 
than 5%, is posted annually at www.moodys.com under the heading "Shareholder Relations — Corporate Governance — Director 
and Shareholder Affiliation Policy."  

 
Any publication into Australia of this document is by MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399 657, 
which holds Australian Financial Services License no. 336969. This document is intended to be provided only to "wholesale clients" 
within the meaning of section 761G of the Corporations Act 2001. By continuing to access this document from within Australia, you 
represent to MOODY’S that you are, or are accessing the document as a representative of, a "wholesale client" and that neither you 
nor the entity you represent will directly or indirectly disseminate this document or its contents to "retail clients" within the meaning of 
section 761G of the Corporations Act 2001.  
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